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A.GR::;::,Z::!::- .:.~-lD :::..AN cr MERGE? :!1erei::af=er =alled
this ";groo...cr--"·, .::.at.~·:l 5.5 c::f .7anuar'/ 4, :998,~mona. ~

Sout.hern New ::::;':''::':10 :':leccrr.munJ.::at.ions Corpor3t:ion, a
Connect.icut. ::rporao::.::n o:he "':prnpan"II" sse :ommuni:ations
Inc., a Delawar2 ~:rpcrat.:.on ("~"), and sse (CT), Inc., a
Connect.icut. :==?Cr3~:.:n and a wholly-owned subsidiary of SSC
("Merget Sub'" .

RECITALS

WHER::~S. :~e :2spect.ive boards of direct.ors of
each of SBC. :-!erger '::.:b :ind :!1e Company have ~ppr::·J·ed the
merger of Merger 2:.:b ~~~~ and into t.he Company (the
"Merger ll

) and adopt.eQ :his Agreement.:

WHER::AS. ~: ~s incended that, for federal income
tax purposes. :he :':erger shall qualify as a IItax-free"
reorganizat.ion ~nder :he provisions of Section 368(a) ot the
Internal Revenue Code ~f 1986, as amended, and the rules ana
regulations ;::romulgat.ed thereunder (the "~");

WHEREAS, :or financial accounting purposes, it is
intended that. :he Merger shall be accounted for as a
"pooling-of-int.erest.s"; and

WHEREAS, as an inducement. to the willinqness of
SSC to enter ~nto :~is Agreement., the board of direct.ors of
the Company has approvea the grant to sse of an option to
purchase shares of common stock of the Company pursuant to a
stock option agreemenc, substantially in the for.m of t¥b1hit
A (the "StOCk Option Agre:ment"}, and each of the Company
and sse have duly authorized, executed and delivered the
Stock Option Agreement: and

WHEREAS, :he Company, SSC and Merger Sub desire to
make certain representat1ons, warranties, covenants ana
agreements in connect.ion with this Agreement.

NOW, ~HEREFORE, in consideration of the premises,
and of the represen~a~10ns, warranties, covenants and
agreements cont.ained herein, the parties hereto agree aa
follows:
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the conai~~:~s ~e~ ::r~~ ~n this Aareemen~, a~ ~he ~ffec~ive

Time (as def~~ed ~~ Sec~~on :.3) Merger Sub shall be merged
with and ~~~~ ~he Company ana the separa~e corpora~e

existence 0: ~1erger Sub shall theI:eupon cease. The Company
shall be the sur7~71nq corporation in the Merger (some~imes

hereinafter :eferred to as the "Sur..,i..,ing CQrpgrat;i;n") and
shall con~i~ue ~~ be governed by the laws of the State of
Connecticut, ~na :he Merger shall have the effec~s specified
in the Connec:.~=u~ 5usl.ness Corporation Act (the ":w:A"'.

1.:. ~!~"":;. The closl.ng of the Merger :the
"Cl0S1pq") snail :aKe piace (i) at :he offices of Sullivan &
Cromwell, 125 Broad Street, New York, New York 10004 at
9:00 A.M. :ocal :ime on the second business day after the
date on whi=~ the las~ :0 be fulfilled or waived of the
conditions se~ :or~h ~n Article VII (other than those
conditions :hat =y their nature are to be satisfied at the
Closing, bu~ sUbjec~ to the fulfillmen~ or waiver of tho.e
conditions) shall be satisfied or waived in accordance with
this Agreement or (ii) at such other place and time and/or
on such other date as the Company and SBe may agree in
writing (the ":1051ng nate'" .

1.3. Eff~~tive Time. As soon as pract~cable

follOWing the l:':'osing, ':.he Company and SBe ..,ill cause a
cer~1ficate ~f ~erger (the "Cer~~··~a~D ~f MD'-:D~"~ to be
signed, acknowledged and delivered for filing with che
Secretary of the Stace of Connecticu~ as provided in
Section 33-819 of the CaCAo The MergeI: shall become
effec~1ve a~ the time when the Cer~1ficate of Merger shall
have become effec~1ve in accordance with the CBCA (the
"Effes;tive "'~me") .

-2-
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Cer~~=~=a~e 0£ :ncorpora~~=n and Sy-Laws
of :~e Sur~~ving Corpora~~=n

2.:. :he r~~~·~~~atA ~~ T1eg:.;;a~~~n. The
cer~ifica~e 0f ~ncorpora~~on of the Company as in effec~

~edia~ely ~=~or ~o ~he 2f:ec~ive !ime shall be ~~e

cer~ifica~e of inccrpora~ion of the Surviving Corpora~ion

(the "':har",!,.Il~, unl:il duly amended as provided therein or
by applicable ~aw, ~xcepl: that (i) Section 3 of the Charter
shall be amended to read in its entirety as follows: "The
authorized capital s~ock of the Corporation shall consist of
one thousand shares of common stock having a par ~alue of
one dollar per share.", and Iii) Sec~ion 4 of the Char~er

shall be amended ~o reaa :'n i~s enl:~=el:Y as follows: "The
number of direc~ors of the Corpora~ion shall be fixed from
t~e to ~ime by the Board of Direcl:ors or the Shareholders
in accordance with the By-laws of the Corporation. A
director shall hold office until the nex~ annual mee~ing of
shareholders of the Corporation following his elec~ion and
until his successor shall be elected and shall qualify."

2.2. The g y-Tda~s • The by-laws 0 f the Company in
effec~ at the Sffecl:ive Time shall be the by-laws of the
Surviving Corpora~ion (the "2v-taws"), until duly amended as
prOVided therein or by applicable law, except tha~ the
By-Laws shall be amended as set forth in txhibit S.

ARTICLE III

Officers, Directors and Managemen~

3.1. Qir-etor: of SurviVing Corporation. The
directors of Merger Sub at the Effecl:ive Ttme shall, fram
and after the Effective Time, be the directors of the
Surviving Corporation until their successors shall have been
duly elected or appointed and shall have qualified or until
their earlier death, resignation or removal in accordance
with the Charl:er and the By-Laws.

3.2. Qtf~ce~: Of Syryiving CorporAtion. The
officers of the Company at the Effective Time shall, fram
and after the Effective Time, be the officers of the
SurViving Corporation until their successors shall have been
duly elected or appointed and shall have qualified or until
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~.~. ~lA~-·-- -~ ~;C'~ CgAr: ~~ ~i~Ah;:~:. At
the Effec~~7~ :::e .:~ :~e ~erger, ~BC 3nall ~nc:ease ~he

S4%e of ~cs :=arc :: ~irec~=rs by one. The nom4nee f~r such
addi~ional 1irec~orsh4p shall be selec~eQ by the sse Board
of Direc~ors ~~ consultation with the Chief ~xecu~i7e

Officer and Soard of Directors of the Company from among the
members of ':he Company's Board of Direct.ors (the "?irec';;Q;
pe,igneo "', and ':he sse Board of Direct.ors shall appoint. the
Direct.or Designee co the SSC Board of Direct.ors as of the
Effective Time. ~~th such Direct.or Designee to serve in the
direct.or group determined in accordance with Article !I of
the by-laws cf sac as in effec~ on the date hereof until his
or her successor shall ~ave been dulv elec~ed or acco4nted. ..
and shall have quali:iea or unt~l his or her earlier death,
resignation or removal in accordance with the cert.ificate of
incorporation and ~he by-laws of SSC.

ARTICLE IV

Effect of the Merger on Capital Stock:
Exchange of Certificates

4.1. tffeci?n Capital StOCk. At the Effective
Time, as a result of the Merger and without any action on
the part of the holder of any capital· stock of the Company:

(a) Me:go~ ~;n:;de~at;~n. Each share ~f the
common stock, ~av4ng a par value of one dollar per share
(each a "Cgmps!DY Sharo" and together the "Cgmpany Share,""
of the Company issued and outstanding immediately prior to
the Effective Time (other than (i) Company Shares that are
owned by SSC or Merger Sub, (ii) Company Shares that are
owned by the Company, in each case (i) and (ii) not held on
behalf of third parties, or (iii) Company Shares
("pi=,enting ShareS") that are owned by shareholders
("pi=,enting sharehglders") who satisfy all of the
requirements to demand payment for such shares in accordance
with Sections 33-855 through 33-872 of the CBCA
(collect.ively, "txcluded Cgmpany Share,"}) shall be
converted into 0.8784 of a share (the "txsbange RAtio") of
common Stock, par value $1 per share, of SSC ("SBC cgmmgn
StOCk"), subject to adjust.ment as prOVided in Section 4.4
(the "Merge~ ~?n=idera~~gn"). All references in this
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agreemen~ :~ ~=: :~mmc~ Z:~CK ~~ ce ~ssuea pur~~an~ :0 the
Merger shail =~ =eemec := ~~cl~de :~e c~r~espc~dinq =iqhts
l"SBC ':'igO.. .,,'1\ ::: ~~r=:-.:ise shares ~f sac :ommon StOCK

pursuan~ :'0 :::-.e .2='C ::.i.gh:.s ';greemen~ :as defi:led :":1
Sec~~on =.3(al; I ~xce~": ~here ~~e ==n~e~~ ~~herwise

requires. At :~e ~!===:'~7e Time, all company Shares shall
no longer ~e ~~cs=anai:l;, shall be cancelled and re~ired and
shall cease :: eX1S~, and each =er~~fica~e (a "Cer.. ~:4cAtA"'
fo~erly repre~sn~~~g any Company Shares (other ~han

Excluded Company Sharesl shall thereafter represen~ only the
right to the :·1erger ':ons1deration and the right, if any, to
receive pursuanc to Sec~ion 4.2(d) cash in lieu of
fractional shares :"nco ~hich such Company Shares have been
converted pursuan~ :0 chis Section 4.1(a1 and any
distribution ~r div~cend ?ursuan~ :'0 Section 4.2(b), in each
case withouc ~~cer~s~.

{bl Cancej'atiQo 9f Shar-s. Each Company Share
issued and oucs~anainq ~~ediately prior to the Effective
Time and ownea =irec~:": by SSC, Merger Sub or the Company
(other than ~hares ~eid for third parties) shall, by virtue
of the Merger and wlthouc any action on the part of the
holder thereof, no longer be outstanding, shall be cancelled
and retired without paymen~ of any consideration therefor
and shall cease to exist. Dissenters' Shares shall be
cancelled and retired at the Effective Time and paid for in
accordance with Section 33-865 of the CSCA.

(c) Be=t:'~:ed StOCk. Each Company Share
issued and oucscanainq i~ediately prior to the Effective
Time that, after ~1vlng effect :'0 any provision in the plans
referred to below ~rovlding for the termination or lapse of
any restriction resulting from the transactions contemplated
by this Agreement, is restricted under the Company's 1995
Stock Incentive Plan, Non-Employee Director Stock Plan or
1996 Non-Employee Director Stock Plan shall be converted
into a fraction of a share of SSC Common Stock equal to the
Exchange Ratio, having the same res~rictions, terms and
conditions as were applicable to such Company Share of
restricted stock.

(dl M,rge~ Sub. At the Effective Time, each
share of common stock, par value $1.00 per share, of Merger
Sub issued and outstanding immediately prior to the
Effective Time shall be converted into one share of cammon
stock of the Surviving Corporation, and the Surviving
Corporation shall be a wholly-owned subsidiary of SSC.

~~I.lasCLIO -5-



4 .:.

(al ~xc~~1q: =~?=:du;e!. Prompt~y after the
~ffecti7e ::~e, :~e ~~r7l7~ng Corporation shall =ause an
"'xc;"anae -ae"- ~Q i "',...- -,., J ::~c -"1.' t\" -"'e C""m-anv' 0:: "'r~ or- ••• o._ •• -.::.-----=.- -~,., •. __ 4 ~,~ .-t:""-.
approval, Nh~=~ shal: ~Ot =e unreasonably withheld 'the
"Exc;jHlDge ~7enr "', :0 mail ':0 each holder ':'f recorci of
Company Shares 'Jther :han holders of record of Excluded
Company Shares; .~) a letter of transmittal specifying that
delivery shall be effected, and that risk of loss and title
to the Cert~ficates shall pass, only upon delivery of the
Certificates (or affidavl.~s of loss in lieu thereof) to the
Exchange Agen~, such ~etter of transmittal to be in such
for.m and have such other ~rovisions as sse and the Company
may reasonabl f agree, ~nQ (iil instr~ctions :or surrendering
the Certific~~es ~n exc~ange :or (A) uncer~ificated shares
of sse Commo~ StOCK :eg~s~ered on the stOCK transfer books
of SSC in the name of such holder ("RegisterDd ~ac Share:")
or, at the electlon of such holder, certificates
representing shares of sse Common Stock and (Bl any unpaid
dividends ana other distributions and cash in lieu of
fractional shares. Subject to Section 4.2(g), upon
surrender of a Certificate for cancellation to the Exchange
Agent together "'lith such letter of transmittal, duly
executed, the holder of such Certificate shall be entitled
to receive in exchange therefor (xl Registered SSC Shares
or, at the election of such halder, a certificate,
representing that number of whale shares of sse Common Stock
that such holder ~s entitled to receive pursuant to this
~rticle IV, iy) a check ~n the amount (after giving effect
to any requi=ect tax ~ithholdings) 0f (~) any cash in lieu of
fractional shares plus (8) any unpaid non-stock dividends
and any other dividends or other distributions that such
holder has the right to receive pursuant to the provisions
of this ~rticle IV, and the Certificate so surrendered shall
forthwith be cancelled. No interest will be paid or accrued
on any amount payable upon due surrender of the Certifi
cates. In the eve~t of a transfer of ownership of Company
Shares that is not registered in the transfer records of the
Company, the Registered SSC Shares or certificate, as the
case may be, :epresenting the proper number of shares of SIC
Commcn StacK, together with a check for any cash to be paid
upon due surrender of the Certificate and any other divi
dends or distributions in respect thereof, may be issued
andlor paid to such a transferee if the Cert~ficate fo~rly

representing such Company Shares is presented to the
Exchange Agent, accompanied by all documents required to
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~v~dence ana ~::sc: 3uch ~=ans:er and ~~ evidence ~~ac =ny
applicable ~~~cr. ~=ans:;r ~axes have ceen paid. :f any
Reqis~ereti 2:C 2hares or any cer~~=ica~e for shares of sac
Common Stocr. ~3 ~~ be ~ssued i~ a n~e o~her ~han :hat :~

which the Cer~~~~=ace surrendered ~~ exchange therefor :s
regis~ered, ~~ snail be a conditi~n of such exchange cha~

the Person ~s defined below) reques~i~g such exchange shall
pay any cransfer =r o~her taxes required by reason of the
issuance of ~eg~s~ered SSC Shares or certificaces for
shares of sac :ommon Stock in a name other than that of the
registered holder of the Certificate surrenaerea, or shall
establish ~~ cne satisfaction of sac or the ~xchange Agent
that such tax has been paid or is not applicable.

For :he 9urposes of ~his Agreemen~, the cerm
"Person" snai: ~ean any :ndividual. corpora~ion :including
not-for-pro:~:;, general or l~~ted par~nership, :imi~ed

liability company, joinc venture, estate, trust,
association, organization. Governmental Entity (as defined
in Section :.llb)) or other entity of any kind or nature.

(b) Pist~ibut;Qns with Be=pect ~Q qne~changed

Share!!; ~'Qt~"q. (i) Whenever a dividend or other
distribution is declared by sse in respect of sse Common
Stock, the record date for which is at or after the
Effective Time, that declaration shall include dividenas or
other dis~ributions in respect of all shares issuable pursu
ant to this Agreemenc. No dividends or other distributions
in respec~ of the SSC Common Stock shall be paid to any
holder of any unsurrendered Cer~~ficate until such Cer~ifi

ca~e is surrendered for exchange in accordance with this
Article IV. SUbjec~ to the effec~ of applicable laws,
following surrender of any such Certificate, there shall be
issued and/or paid to the holder of the Registered sse
Shares or certificates, as the case may be, representing
whole shares of sse Common Stock issued in exchange for such
Certificate, without interest, (Al at the time of such SU%
render, the dividenas or other distributions with a record
date at or after the Effective Time and a payment date on or
prior to the date of issuance of such whole shares of SSC
Cammon Stock and not previously paid and CBl at the
appropriate paymen~ date, the dividends or other distribu
tions payable with respect to such whole shares of SSC
Common Stock with a record date at or after the Effective
Time but with a payment date subsequent to surrender. For
purposes of dividends or other distributions in respect of
shares of sse Common Stock, all shares of sse Common Stock
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to ce i.ssued :::.:=.s:.:ant ::;, ':he ~'!erger snal':' ::Je deemed :'ssuea
ana cuts~anct~~~ ~s == :~e ~=:ec~~7e T~~e.

~ii) Holders cf unsur=endered
~er~i:ica~es ;~a~_ ~e sn~~=~ed ~o io~e ai~er ~he ~!:ec~i~e

Time at any ~ee~~~g c: SBC ~~ockholders ~ith a record daee
at or after ~~e ~=fec~i7e Time ~he numOer of whole shares of
SBC Common StocY. represen~ed by such Cer~ifica~es,

regardless of ~hether such holders have exchanged their
Cer~ificates.

(cl Transfe~:. After the Effective Time, there
shall be no transfers on the stock transfer books of the
Company of the Company Shares that were outstanding
immediately pr~or ~o the Ef:ect~ve Time.

(dl F:3c~·~nal $harDC • Notw4thstanding any
other prov4s~on of this Agreement, no fractional shares of
SSC Common Stock will be issued and any holder of record of
Company Shares enti~led to receive a fractional share of SSC
Common Stock but :or this Section 4.2(d) shall be entitled
to"receive an amount in cash (without interestl determined
by multiplying such fraction (rounded to the nearest one
hundredth of a share) by the closing price of a share of SSC
Common Stock, as reported in The Wall Street Jgurnal, New
York City edition, for the last trading day prior to the
Effect.ive Time.

(el Terminatign 9f ;xc;hange o.~~ gd; fInC' aimed
StgCk. Any shares of sac Common Stock and any por~ion of
the cash, div~dends or other distr~butions payable with
respect to the sac Common Stock pursuant ~o Section 4.1,
Section 4.2(bl and Sect.ion 4.2(dl (including the proceeds of
any inves~ents thereof) that remains unclaimed by the
shareholders of the Company 180 days after the Effective
Time shall be paid to SSC. Any shareholders of the Company
who have not theretofore complied with this Article IV sball
look only to SSC for payment of their shares of SSC Common
Stock and any cash, diVidends and other distributions in
respect thereof issuable and/or payable pursuant to
Section 4.1, Section 4.2(b) and Section 4.2(d) upon due
surrender of their Certificates (or affidavits of loss in
lieu thereof), in each case, without any interest thereon.
Notwithstanding the foregoing, none of SSC, ehe Surviving
Corporation, the Exchange Agent or any other Person shall be
liable to any former holder of Company Shares for any amc~nt.
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properly del~~!rec __ ~ ~~bli= ~ff~c~al pursuant ~:

applicable :=a~==~ec ;==per~y, ~scteac :r s~ilar :~ws.

\ fj
the evenc any ~~r~~:~=~t: shal: ~ave ceen :~st, 3colen or
descroyed, ~?C~ :~e ~aK~~; of an affidav~c of thac :ac~ by
the Person c~aim~~g ~~c~ :ercif~cate to be lost, s~olen or
destroyed ana :~e ~csc~~g by such Person of a bond in the
form cust:omar~':',:, ~equ~=ea by SSC as indemnity against: any
claim that ~ay ce maae against it with respect: to such
Certificate, ~ac A~ll :ssue the shares of sse Common Stock.
and the Exchange Aqenc ~~ll issue any unpaid dividends or
other distri=ut~ons ana any cash payment in lieu of a
fractional share ~n respecc thereof, issuable and/or payable
in exchange ::r sucn ~ost, stolen or destroyed Certificate
pursuant to :~1S ~r~:=~~ :7 upon due surrender ~f and
deliverable ~~ :espec~ :: the Company Shares represented by
such Certificate pursuant to this Agreement, in each case,
without interest.

(gl Af;~' ;~~O:. Notwithstanding anything
herein to the ~ont=ary, :ertificates surrendered for
exchange by any "3.ffiliate" (as determined pursuanc to Sec
tion 6.7) of :he C~mpany shall not be exchanged until SSC
has received a wri~ten agreement from such Person as
prOVided in Section 6.7 hereof.

4.3. pissen~o~:' Bights. No Dissenting
Shareholder shall be ent~tled to shares of sse Common Stock
or cash in lieu af :=ac:~onal shares thereof or any
dividends or ether ~iscr~bucions pursuant :0 this Article IV
unless and unt~l the nolder thereof shall have failed to
perfect or shall have effectively withdrawn or los~ such
holder's right :0 dissent from the Merger under the CSCA.
and any Dissenting Shareholder shall be entitled to receive
only the payment provided by Section 33-856 of the CBCA with
respect to Company Shares owned by such Dissenting
Shareholder. Unless the obligation of the Company under
Section 4.5 to establish an Escrow Account has been waived
by SSC. such payment shall be made from the Escrow Account
in accordance with Section 4.5. If any Person who would
otherwise be deemed a Dissenting Shareholder shall have
failed properly to perfect or shall have effectively
withdrawn or lost the right to dissent with respect to any
Company Shares, such shares shall thereupon be treated aa
though such shares had been converted into shares of SSC
Common Stock pursuant to Section 4.l hereof and any cash in
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lieu ~f ~=ac:::~al 3nares. iividenas == ot:her jist:=~bu-cions

as providea ~~ Sec~~:n ~.2 ~ereo:. 7he Company shai~ g~ve

sac :) oro--- ."rl--::on "O"';""C .;: -nv .; ssen"-c"'s I .... e..."'nas J::or. _ .. ",••~ ....." •• '- _ a. _ • '-_'" ·04 MICiiI. ~

paymen-c, at:T:e~~~eQ Ni~~~rawais of such demands ana any o-cher
inst:=~ent:s ~=r~ed ~~rsuant: :0 appi~=able ~aw =ecei7ea by
the Company =elat:~~g :~ dissen-cers' =igh-cs and (ii1 the
oppor-cunity :~ di:ec-c all ~eqot:iations with respec~ to
dissen-cers under :~e c~eA. The Company shall no-c, Nithou-c
the prior wrl::en consent: of SSC, volun-carily make any
paymen-c with =espect: ~o any demands for paymen-c by Oissent
inq Shareholders, offer to settle or settle any such demands
or approve any wit:hdrawal of such demands.

4.4. Adjpstments P? o....ven~ Qi1ut4pD. In the
event: that ~rl~r :0 the Effect:ive Time there is a change in
the number :: :ompany Shares or shares of sse :ommon Stock
or securities ~onver~ible or exchangeable into or exercis
able for Company Shares or shares of SSC Common Stock issued
and outstandi~g as a result of a distribu-cion, reclassifica
tion, stock spl~: (including a reverse split1, stock
dividend or dist:ribut:ion, or other s~lar transact:ion, the
&Kchanqe Ratl~ shall be equitably adjusted to eliminate the
effects of such event.

4.5. E3crgw ACCQunt ~gt 0avment gf pi==enter,'
Demand: and -~an=~Q'" ~axe:. Pursuant to an escrow agreement
to be entered into by the Company with an escrow agent
selected by ~utual agreement of the Company and SSC {the
"E:c:aw P,ge,,:,:"~, in a form reasonably acceptable to sse (tne
"E:C~Qw !grDAmQn""~, unless SBe shall elec~, in its sole
discretion, ~o waive the Company's obliga-cions under this
Section 4.5 and shall notify the Company of such elec-cion,
the Company shall, immediately prior to the Effec-cive Time,
cleposit in an account with the Escrow Aqent (the "&3crgw
&sCQpnt") funds sufficient in the aggregate to pay all
Dissentinq Shareholders who as of such time shall have
satisfied all applicable requirements under the CSCA to
clemand payment: for their Dissenting Shares the amounts the
Company estimates to be tne fair value of such Dissenting
Shares plus accrued interest in accordance with Section 33
86S(a) of the CBCA, and any Transfer Taxes (as defined
herein) attributable co the Merger. These funds will be
released from the Escrow Account, upon certification by the
Company, (i) to make any payment to which a D1ssentinq
Shareholder shall then be entitled under the CSCA, whether
pursuant to the procedures specified in Part XIII thereof, a
final judqment: of a court of competent jurisdiction or any
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other agreemen= ~lC~ !ucn ~issenc~ng Sharenolaer: ii) to
pay any :=ans:=r :sxes ~:'ac =eccme payable ~ntier ~ny

applicable state. ~~cal. :oreign or p:ovinc~al :aw: or
(iii) to the C:mpany, lpon :he Company's reasonable deter
mination and ==rt~=~=at~=n that :he C~mpany's obliqacions i~

respect of :~e amounts speci:ied ~~ clause iil (with respect
to all Dissent~~g Shareholders) anti clause (iil of this
Sec~ion 4.5 have been :ully sa~isfied. All paYments pur
suant to clause :i) above shall include interest accrued
since the Effect~7e Time in accordance with the CaCAo The
Escrow Agreement shall permit the Escrow Agent to invest the
funds in the Escrow Accounc as directed by the Company.

ARTICLE V

Representations and Warranties

5.1. Bepre:,n~ati?ns and Warrant~Ds ~f ~he

Company. SSC iPd MA~,e~ ~yh. Except as set forth in the
corresponding sections or subsections of the disclosure
letter, dated the date hereof, delivered by the Company to
sac or by SSC to the Company (each a "Qisclg:ure LettDr",
ana the "CgmpanY Qi:,,;lgsyre Letter" ana the "SBC Qi!u;lg!mre
Letter", respectively), as the case may be, the Company
(except for references in subparagraphs (al, (b) (ii) and (c)
below to documents made available or disclosed by sse to the
Company) hereby represents and warrants to SSC and Merger
Sub, and SSC (except for references in subparagraphs (a),
(b) (ii) and (c) below to documents made available or
disclosed by the Company to SSC), on behalf of itself and
Merger Sub, hereby represents and warrants to the Company,
that:

(a) Qrqani;atiQn. Gogd Standing end QualificA-
~. Each of it and its Subsidiaries is a corporation duly
orqanized, validly existing and in good standing under the
laws of its respective jurisdiction of organization and has
all requisite corporate or similar power and authority to
own and operate its properties and assets and to carryon
its business as presently conducted and is qualified to do
business ana is in good standing as a foreign corporation in
.ach jurisdiction where the ownership or operation of its
properties or conduct of its business requires such qualifi
cation, excep~ where the failure to be so qualified or in
qood standing is not, when taken together with all other
such failures, reasonably likely to have a Material Adverse
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Sf:ec~ ~s ~ef~~ea =elCWI :n ~~. !t has made available ~o

sac, i.n ':~e :~se ::: -:::'e ·:.:mpany, and ':.::) :.he C:lmpany, in the
case of SSC, ~ c~mpi;~e and c~r=ec~ =~py of i~s cer~~fica~e

of inco=;~ra~~:~ ana =Y-~aws, ~ach as amended ':.~ date. Such
cer~~:~ca~es :: i.~c==;ora':i=n and by-~aws as so ~ade

available are ~~ :~ll :~rce and effec,:.

As ~sed in this Agreement, (i) the ~erm

"Sub:;id';ary" ~eans, ;lith respec~ to the company, sac or
Merger Sub, as the case may be, any entity, wnether incor
porated or unincorporated, 'of which ac least fifty percenc
of thesecu=i~~es or ownership interests having by their
terms ordinary "o~ing power ':.0 elec~ a~ least fifty percent
of the board at directors -or other Persons perform~ng

similar :unc~~=ns i.s direc~ly or indirec~ly owned by such
party or by ene ~r ~ore of i.ts respec':ive Subsid~ar~es or by
such party and anyone or more of its respective Subsidi
aries, (ii) the term "Mate'";'gl Adye'"se ;:ffect" means, with
respect to any Person, a ma~erial adverse effect on the
total en~erp=ise value of such Person and its Subs~diaries,

taken as a whole, other than effects or changes resulting
from the exec~:ion of this Agreement or the announcement
thereof or relating to (Il the telecommunications induscry
generally, (II) the na~ional economy generally or (Al with
respect to sac only, the economy of the southwestern United
States and California, taken together, generally or (8) with
respect to the Company only, the economy of New England
generally or (I!!) the securities markets generally, and
(iii) reference to "~he other party" means, with respect to
the Company, 2SC ~nd means, with respec': to sac, the
Company.

(b) GQYer~menral ~iJ;ng:; NQ Violations.
(i) Other than (A) the filings pursuant to Section 1.3,
(8) the notification under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the "ess act·I

), the
Exchanqe Act and the Securities Act of 1933, as amended (the
"a,curiti-e= P-,<:;t" , , (C) the filings and/or notices to comply
with state securities or "blue-sky" laws, (D) the necessary
notices to and, if any, approvals of the Federal Communica
tions Commission ("~"' pursuant to the Communications Act
of 1934, as amended, and (E) the necessary notices to and
necessary approvals, if any, of the state public utility
camm1ssions or similar state regulatory bodies (each a
"~~, identi:ied in its respective Disclosure Letter
pursuant to applicable state_ laws regUlating the telephone,
mobile cellular, paging, cable television or other teleccm-
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:nun~ca-c~~ns :::':'5~::'=SS ''',;to;; ~"o; CO:: - aWS"~ \sucn ::'lings and/or
no~ices of sac ~e1ng ~~e "S2C ~,gY;-~d ~;n:e~p~" and of the
Company l::e1ng ~:-.e '..·.. ;mpany oogy' -0' ~::lD5Ar~:"~, no no~ices,

repor-cs or ~~her ::l:~gs are requ1rea to be made by i~ to or
with, ~or are ~ny ~~nsen~s, :eg1s~ra"Cions, approvals, per
mi"Cs or au"C~~r~=~ci~ns required ~o be ~btained by i~ from,
any goverr.men~al or :egulacory authori~y, cour~, agency,
commission, ooay or o~her governmen-cal en"City ("GQye~nmlnbal

Ent~~y"', in connec~:on with the execution and delivery of
this Agreement and the Stock Option Agreement by it ana the
consummation'l::y :t of the Merger and the other transactions
contemplated hereby ana thereby, except those that the
failure to make ar obtain are not, individually or in the
aggregate, reasonably likely to have a Material Adverse
Ef!ect on it or ~o preven~, or materially impair its ability
to effect. :he ~=nsurnmati~n by it of the :=ansac~ions con
templated by :nis Agreemen"C or the Stock Opt1on Agreemen"C.

(ii) The execution, delivery ana
performance of ~his Agreemen"C ana the Stock Option Agreement
by it do no"C, and the consummation by it of the Merger and
the other transac~ions contemplated hereby and thereby will
not, constit~"Ce or result in (A) a breach or violation of,
or a default under, its certificate of incorpora"Cion or by
laws or the comparable governing instruments of any of its
"Significant Syb=idiarie=", as such ter.m is defined in
Rule 1.02(w) of Regulation S-X promulgated under the
Securities Exchange Act of 1934, as amended (the "txc;hange
~"', (Bl a breach or violation of, a default under, the
acceleration of any obliga"Cions or the creation of a lien,
pledge, secu=~~1 interes"C or o~her ~ncumbrance on its assets
or the asse"Cs of any of its Subsidiaries (with or withoue
notice, lapse of time or both) pursuant to, any agreemene,
lease, coneract, note, mortgage, indenture, arrangement or
other obligation ("CQntt~c;t=") binding upon it or any of its
Subsidiaries or any Law (as defined in Section 5.1(h)) or
governmental or non-governmental per.mit or license to which
it or any of its Subsidiaries is subject or (C) any chan;.
in the rights or obliqa"Cions of any party under any of its
Con~races, except, in the case of clause (B1 or (C) abov.,
for any breach, violation, default, acceleration, creation
or change tha"C, individually or in the aggregate, is not
reasonably likely to have a Material Adverse Effec"C on it or
to prevent, or materially impair its ability to effece, the
consummation by it of the transactions contemplated by this
Aqreement or the Stock Option Agreement. The Company
Disclosure Letter, with respect to the Company, and the sse
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Disciosure ::c:sr, ~LC~ :~scec: ~~ SSC. ~e~s :=r~~ a correc~

ana' -~m~;Q~A . ,~~ -; ~; i -~n-~-~~-~ r; ~- ~na' ;-s ~ubs~di--- '~.--- ---- .- _.. -~ ~-~--- ~~ -- - -- ~

aries :equ:..:=t;J ::: ce ::':"eo as 1't'.ateri~J..:~n~=ac~ exhibits
under the ~xc~3nqe ~C~ and ~ursuanc :~ which consen~s or
wai7ers are :: ~ay ce :equ:..:ed ~rior ~= consumma~~:n of the
transac~ions :=ncemp~~~ed =y chis Agreemen~ or :he Stock
Option Aqreemen~ .wnecher =r noc sUbjec~ to the excep~ion

set :or~h w~t~ =espec: :~ clauses :S} and (C) above).

(c) Rep9b~S; ~;naDc;al Statemepts. It has made
available to che other par~y each reqistration statement,
report, proxy statemenc or information statement prepared by
it since December ~l, :'996 ;the "aUdit- pate"), including its
Annual Repor:Jn Form lO-K for the year encied December 31,
1996 in the ==rm 'inclUding exhibits. annexes and any amend
ments there~o) :~let;J Nlth ~he Securi:ies and Exchange
Commission (tone ":;;:C'" (collec~~~lely, including any such
repor'ts filed sUbsequen~ :0 the date hereof, its "BepQtt=").
As of their respec:~7e dates, its Repor~s did not contain
any untrue stacemen~ of a material fact or omit :0 state a
material fact :equi:ed to be s'tated therein or necessary to
make the statements made therein, in the light of the
circ~tances ~n which they were made, not misleading. Each
of the consolidated balance sheets included in or incor
porated by reference into its Reports (including the related
notes and schedules I fairly presents the consolidated
financial position of it and its Subsidiaries as of its date
and each of ~he consolidated statements of income and of
cash flows ~ncluded in or incorporated by reference into its
Reports (inclUding any related notes and schedulesl fairly
presents the consolidatea results of operations and cash
flows of it and its Subs~diaries for the periods set forth
therein (subject, in the case of unaudited statements, to
notes and normal year-end audit adjustments that will not be
material in amount or effect), in each case in accordance
with generally accepted accounting principles ("~") con
sistently applied during the periods involved, excep't aa may
be noted therein. Since the Audit Date, it and each of its
Subsidiaries required to make filings under Utilities Lawa
has filed with the applicable PUCs or the ~CC, as the case
may be, all material forms, statements, reports and
documents (including exhibits, annexes and any amendments
there'to) required to be filed by them, and each such filing
complied in all material respects with all applicable laws,
rules ana regulations, other than such failures 'to file ana
non-compliance that are, indiVidually or in the aggregate,
not reasonably likely to have a Material Adverse Effect on
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it or := ~=even:. :r ~a~==~ally ~~pa~= ~~S aDil~:! :~

effec~, :~e :=~summa~~:~ cy ~~ of t~e ~=ansac~~ons ~=n~em

platea =y :~is ~qre9men~ or ~he Stock Option Aqreemen~. To
its knowieage . .=os of ':~e dat.e hereof, :-"0 Person or "Jrou-p"
"beneficial.:"/ :wns II ::: cr :-:tore 0 f ~ -;:s ou~stanai~g ·;o~inq

securi~ies, ..il~:-' :.he ,:~rms "'::Jenefi=ially owns" anti ";roup"
having the ~ean~~gs asc=~bed to them under Rule l~d-3 and
Rule 13d-5 unaer :.he Exchange Act..

(d) Abseryco ?f ~ertain Changes. Except. as dis-
closeti in i~s Repor~s filed prior to the date hereof or as
expressly contemplated by this Agreement., since the Audit
Date it ana ~:s Subs~diaries have conducted their respect.ive
businesses oniy :n ehe ordinary and usual course of such
businesses, ana ':here has not. been (i) any change in the
financ~al ==nai:~on, business or results of opera~~ons of it
and its Subs~diar~es, excep~ those changes that. are not.,
indiVidually or in the aggregate, reasonably likely to have
a Material Adverse Effect on it: (ii) any damage, dest.ruc
tion or ot.her =asualty Loss with respect to any asset or
property owned, leased or otherwise used by it or any of its
Subsidiaries. Nhet.her or not. covered by insurance, which
damage, des~=~ct.ion or loss is reasonably likely, individ
ually or in the aggregat.e, after t.aking into account. any
insurance coverage, to have a Material Adverse Effect. on it:
(iii) any declarat.ion, set.t.ing aside or payment. of any divi
dend or ot.her dist.ribut.ion in respect of its capital stock,
except. publicly announced regular quart.erly cash dividends
on its common st.ock and. in the case of sac, dividends in
sse :ommon Stock: or (ivl any change by it in accounting
principles. ;rac~~ces or ~et.hods excep~ as requi:ed by GAA~.

(el Litigat~qn and Tiabil;t;es. Except. as dis-
closed in its Reports filed prior to the date hereof, there
are no (i) civil, criminal or administrative actions, suits,
claims, hearings, investigations or proceedings
(wt,itiq1tiqn'" pending or, to the knowledge of its executive
officers, threatened against it or any of its Affiliates (a.
defined in Rule 12b-2 under the Exchange Act) or (ii) obli
gations or liabilities, whet.her or not. accrued, contingent
or otherwise, including those relating to matters involving
any tnvironmen~al Law (as defined in Sect.ion 5.2(e)), that
are reasonably likely to result in any claims against or
obligations or liabilities of it or any of its Affiliates,
except for those that are not, indiVidually or in the
aggregate, reasonably likely to have a Material Adverse
Effect. on it or to prevent., or materially impair its ability
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to effec":, ::-.e:=:1sumrnat.:"::n by i ': cf -:.he ,:=ar.sac'::..~ns .:cn
tempia~ed cy :~~s ~qre~men~ ~= the Stock Option Aqreemen~;

prpvided, :~at :=r =~rooses cf this caraara~h Ie) ~o

Litiga~ion a::..s:..r.g ~i~er -:.he da~e ~e~eof·shall be deemed to
have a Mater:..~l ~dve:se S£fec': :..: and ':~ t.~e exten~ such
Litiga~ion or any =elevan~ par~ :hereoi~ is based on this
Agreemen~ or ':~e t=ansac~ions con~emplated hereby.

(f) A,c;Unt~6gc ~ax and ?~gulatprv Mat-or:. As
of the date hereof, neither it nor any of its affiliates (as
determined in accordance with Section 6.7) has taken or
agreed to take any action, nor do its executive officers
have any actual knowledge of any fac~ or circums~ance, that
would preven~ ssc :rom accounting for -:he business
combination ':0 be effec":ed by the Merger as a "pooling-of
interes~s" ~r prevent ':he Merger ~=om qualifying as a
"reorganizat:..::n" ·1'l1.thin the meaning of Sec~ion 368 (a) of the
Code.

(9) Taxes. It and each of its Subsidiaries
have prepared :"n good faith and dUly and timely filed
(taking into account any extension of time within which to
file) all material Tax Returns (as defined below) required
to be filed by any of them and all such filed Tax Returns
are complete and accurate in all material respects and:
(1) it and each of its Subsidiaries have paid all Taxes (a.
defined below) that are shown as due on such filed Tax
aeturns or that it or any of its Subsidiaries is obligated
to withhold from amounts owing to any employee, creditor or
third party, except with respec~ to matters contested in
good faith or for such amounts tha~, alone or in the
aggregate, are not :easonably likely to have a Material
Adver3e Effect on it; (ii) as of the date hereof, there are
not pending or, to the actual knowledge of its executive
officers, threatened, in writing, any audits, examinations,
inve3tigations or other proceedings in respect of Taxes or
Tax matters: and (iii) there are not, to the actual knowl
eage of its executive officers, any unresolved questions or
claim3 concerning its or any of its Subsidiaries' Tax
liability that are reasonably likely to have a Material
Adverse Effect on it. Neither it nor any of its Subsidi
aries has any liability with respect to income, franchise or
similar Taxes in excess of the amounts accrued in respect
thereof that are reflected in the financial statements
included in its Reports, except such excess liabilities a.
are not, indiVidually or in the aggregate, reasonably likely
to have a Material Adverse Effect on it.

-16-



~s ':3eO .:.:: ::".':'3 Agreemen't, ':<) :he :arm ":.u"
(l'n 1,. ..... . -- -- ...... :.i -_ •• Q'" • -h -Qr"'s "-=xe cr " ndC ... _Cl.l.••g, .. __.. -- ::. .. _,_ ...ear....:lg, _.e '-- ••• • _M , ci

"TaxablQ" ~ :,,::c':"~~es ~';"l. :aderal., 3t:at.e, local and ::reiqn
income, ~ro:~:3. :=3nc~~3a, ;ross receipts, envi:~nmental,

cust:oms dut:·:". ::l?~ ::.':" 3 :.=ck, .3everance, stamp, ~ayr=ll,

sales, empi~:~en~. ~~em~':'=ymen't, disability, ~se, ~:operty,

withholding, ~xc.:.~e. ~rcauc'tion, 7alue added. ~ransfer,

occupancy and 8~her :sxes, duties or assessment:s of any
nature whaes=ever. :oge't~er with all interest:, penalties and
additions ~mpcsea ~lt:h respect: to such amount.s and any
interest in :espec't ~i such penalties and additions, and
(y) the term "~ax 0.,",,:"';-" includes all returns, amended
returns and :epor~s :inc':'~ding elections, declarat:ions,
disclosures, ~chedules, ~stimates and information returns)
required to be suppl':'aa :0 a Tax authority relating to
Taxes.

(hI Compi;;oCe with Laws. Except as set forth
in its Repor:.s :~lea 9:.:.or to the date hereof, the busi
nesses of eac~ :: ~: ana its Subsidiaries have not ~een, and
are not bei~;, :onduc:ea in violation of any law, statute,
ordinance, :equlat:lon, judqment, order, decree, injunction,
arbitration award, license, authorization, opinion, agency
requiremen~ ~r perm~c of any Governmental Entity or common
law (collec~~'/ely, "~"), except for violations that are
not, individually or in t:he aggregate, reasonably likely to
nave a Material Adverse ~ffect on it or to prevent, or
materially impair its ability to effec~, the consummation by
it of' the transaceions contemplated by this Agreement or the
Stock Option Agreemenc. ~xcept as set forth in its Reports
filed prior :0 t~e daee ~ereof. as of the date hereof no
investigation or :ev~ew by any Governmental Entity with
respect to it or any of its Subsidiaries is pending or, to
the actual knowledge of its executive officers, threatened,
nor has any Governmeneal Entity indicated an intention to
conduct the same. except for those the outcome of which are
not, indiVidually or in the aggregate, reasonably likely to
have a Material Adverse Effect on it or to prevent, or
materially impai: its ability to effect, the consummation by
it of the transactions contemplated by this Agreement or the
Stock Option Agreemen~. To the actual knowledqe of its
executive officers, as of the date hereof no material change
is required :~ its or any of its Subsidiaries' processe.,
properties or procedures in connection with any such Laws,
and it has not received any notice or communication of any
material noncompliance with any such Laws that has not been
cured as of the date hereof, except for such chanqes and

NYI2SZS~ .lllSO.lO -17-



nonc=mpl~ance :~ac ~~e ~=c, ~ntii7idual:y or ~n ~~e

aq9reqa~e, :easo~abi! ~~kely ~o ~ave a Mate~ial ~dve~se

Effec~ on ~~ := ~~ p:even~, =r ~a~er~~lly ~~air ~~S ability
to effec~, :::e ': :nsu::':.'.a:..:.::n by:.': of ':~e ,:ransac-:.:':ns con
templated cy :::is ~greemenc ~r :~e S=ock Cp~ion Agreemen~.

Each of it and ::s ~ubsldiar~es ~as all per.mics, licenses,
franchises, ":ar=.snces, -:xemptions, orders and ocher qovern
men~al authc:.:.=ac.:.:ns, :~nsencs and approvals (collectively,
"Eermittr") necessary :::l conduc~ their business as presently
conducted, except :~r :hose the absence of wnich are not,
individually or in the aggregate, reasonably likely to have
a Material Adverse ~f~ec-:. on it.

5.2. Bep~DCA,~at~?n= ,nd War~:DtiA= ~f aPe
Cgmpany. Excepc =5 sec :orth in the corresponding sections
or subsecc:.::ns of :::e:,jmpany Disclosure Letter, t.he Company
hereby represents 2na ~arrants co SBC and Merger Sub that:

(al Cap±~31 $truct~ro. The authorized capital
stock of the ~:mpany ~onsists of 300,000,000 Company Shares,
of wnich 66,666,:68 Company Shares were issued and outstand
ing and 2,230,586 Company Shares were held in treasury as of
the close of business en December 31, 1991; 2,000,000 shares
of preferred s~ock, par ~alue S50.00 per share (the
·Pret_rred Sharoc"', of which no shares were outstanding as
of the close of business on December 31, 1991; and
50,000,000 shares of preference stock, par value Sl.00 per
share (the "~re~Ar~nC~ Sharo,"), of wnich no shares were
outstanding as of December 31, 1991. All of the outstanding
Company Shares have been duly authori=ed and are validly
issued, fully paid and nonassessable. Other than
2,000,000 Preference Shares, designated "Series A Junior
Participating Preference Stock", reserved for issuance
pursuant to the Rights Agreement, dated as of December 11,
1996, between the Company and State Street Bank and Trust
Company, as Rights Agen~ (the "Bight' Agte-ment"), Company
Shares reserved for issuance pursuant to the Stock Option
Agreement and Company Shares reserved for issuance as set
forth below or wnich may be issued in accordance with
Section 6.1(a), the Company has no Company Shares, Preferred
Shares or Preference Shares reserved for issuance. As of
December 31, 1991, there were not more than 6,650,000 Coa
pany Shares :eserved for issuance pursuant to the Company's
1986 Stock Option Plan, 1995 Stock Incentive Plan, Non
Employee Direc~or Stock Plan, Incentive Award Deferral Plan
and 1996 Non-Employee Director Stock Plan (collectively, the
·:stOhl Plon:"). Each of the outstanding shares of capital
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s~ock or ocher ~~c~=~~~~s c: each ot ~~e c:mpany's
Signi:~can~ :~bs~ciar~es :3 duly au~hori=ea, 7alidly issued,
fully paia and ~~nassessable ana owned by che Company or a
direc~ or ~~di=ec~ Nnolly-owned Subsidiary of the Company,
free and c~ear :f any ~ien, ~ledge, 3ecu=~~y in~eres~, cla~

or other enc~~rance. Excep~ as set :or~h above and excep~

for Company Shares and op~ions to purchase Company Shares
wnich may be issued in accordance with Sec~ion 6.1(a),
neither the Company nor any of its Subsidiaries has any
obliqa~ion with =espec~ to any preemptive or other outstand
ing rights (other than stock appreciation rights in respect
of not more Chan 40,000 Company Shares), options, warrants,
conversion rights, s~ock appreciation rights, redemption
rights, repurchase =ights, agreemen~s, arrangemen~s or
commitmen~s to issue or sell any shares of capital stock or
other secur~t~es of the Company or any of ~ts Siqnifican~

Subsidiaries or any securities or obliga~ions convertible or
exchangeable into or exercisable for, or giVing any Person a
right to ~ubscribe for or acquire, any securities of the
Company or any of its Significant Subsidiaries, and no
securities or obliga~ions eVidencing such rights are
authorized, issued or outstanding. The Company Shares
issuable pursuant to the Stock Option Agreement have been
duly reserved for issuance by the Company, and upon any
issuance of such Company Shares in accordance with the t.~

of the Stock Option Agreement, such Company Shares will be
duly and validly issued and fully paid and nonassessable.
The Company does not have outstanding any bonds, deben~ures,

notes or other obliga~ions the holders of which have the
right to vo~e (or conver~~ble in~o or exercisable for
securities haVing the righ~ to votel with the shareholders
of the Company on any ma~~er.

(b) cQrporate !Pthori~y; Apprpyal And roitn ,,§.
The Company has all requisite corporate power and authority
and has taken all corporate action necessary in order to
execute, deliver and perfo:m its obligations under ~his

Aqreement and the Stock Option Agreement and to consummate,
subject only to approval of this Agreement by the holders of
two-thirds of the outs~andinq Company Shares (the "Cgmp·py
Rtmti§ite Vote") and the Company Required Consents, the
Merger. Each of this Agreement and the Stock Option Aqree
mant haa been duly execu~ed and delivered by the Company and
is a valid and binding aqreemen~ of the Company enforceable
aqainst the Company in accordance with its teroms, subject to
bankrUptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of qeneral applicability
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tela~~~g :: := :~::~::~; =~edi=:=s' =iqhts :~ti :~ general
equi~:r pr:.::==-;2.:s ::te ";9P ,;9;;:-.,. ;,ad :'gyi"·,· c-;sc:at ot gn") .
The board == ~~=ec~::s c: ~he C=mpany (A) has aaop~ed ~his

Agreemen~ ~na ~ppr=~ea ~he Merger and ~he o~her ~=ansactions

contempla i:e-:l ::;recy, 3) ::as ap;:=c·,eci =~e exec~~ion anci
delivery of ~~e 3tccy. Cpt~cn Aqreemen~ and (C) has :eceived
the opinion at ~~s financial advisors, Salomon Smith Barney
Inc., in a c~stomary form and to the effec~ tha~ :he Merger
Consiaerat:ion to be received by the holders of the Company
Shares in the Merger is fair to such holders from a
financial point of view.

(i) A copy of each bonus, deferred
compensat:icn, ?ension, =e~i=ement:, profit-shar~~g, ~hrift,

savings, employee ~tock ownership, s~ock bonus, s~ock

purchase, res~:~c~ed stock, stock option, employment,
ter.mination, severance, compensa~ion, medical, health or
other ma~erial plan, agreement, policy or arrangement that
covers employees, directors, former employees or former
clirectors of :.~ and its Subsidiaries (its "Compensatign and
Bene£~t Cl'ans"~ and any trust aqreements or insurance
contrac~s form~ng a part of such Compensation and Senefit
Plans has been made available by the Company to SSC prior to
the date hereof and each such Compensation and Senefit Plan
is listed in Section 5.2(c) of the Company Disclosure
Letter.

(ii) All of its Compensation and Benefit
Plans are i~ sucst:antial compliance with all applicable law,
including the Code and the Employee Retiremen~ Income
Security Act of 1974, as amended ("tEIS!") with the
exception of any instances of non-compliance that are not,
individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on the Company. tach of its
Compensation and Benefit Plans that is an "employee pension
benefit plan" ~ithin the meaning of Section 3(2) of ERISA
(a "J'en:JiQn Clan'"~ anei that is inteneied to be qualifieel
under Section 401(a) of the Coeie has receivecl a favorable
determination letter from the Internal Revenue Service (the
"1Ba"), anei i: is not aware of any circumstances likely to
result in revocation of any such favorable determination
letter. As of the date hereof, there is no peneling or, to
the knowledge of its executive officers, threatened in
writing material litigation relating to its Compensation
and Senefit Plans. Neither it nor any Subsidiary has
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~ngaged ~~ a :=snsac~:=~ ~Lch =espec~ ~o any c= ~=s

Compensac~:~ ;~a =e~~!~: ?lans ~~ac, ~ssuming :~e :~xacle

oeriod of s~c~ :=ansac~~~n exc~=ed as of the date ~ereof,- -would sUbjec: ~: ~r ;ny c: ~ts Subsidiaries to a macerial
:ax or oenal:',' ~::ocsea =.'/ eit.her Sec,:~=n 4975 of :~e Code or
Sec':ion- 502 :: ~R!S~ ~na't~ac ~s reasonably likely :0 have a
Ma~erial Adve~~e £!:ec,: ~n the Company.

rLii: As of the date hereof, no :iability
under Subt:':~= ': ~r D of Title IV of ERISA (other chan the
payment of prospec':~7e premium amoun~s to the Pension
Benefit Guaran~J Corporation in the normal course) has been
or is expec,:ea :0 be incurred by it or any Subsidiary with
respect to any onc;ol.nq, :rozen or terminated "single
employer plan", -..sLthi:l the meaning of Section 4001(a) (15) of
ERISA, curr,=!'1~':"!' -:r :;:,rrnerly maintained by any of :hem, or
the single-emp~:!er ?lan of any ent~ty which is cons~dered

one employer ~l~h i~ under Section 4001 of EaISA or
Sec~ion 414 or :ne '.:ode (its tttSISA p"f,c';1iate", (each such
single-empicyer ?lan, :.t.s "ERISA Affilia~e Plan"). No
no~ice of a ":epor-:able event", within the meaning of
Section 4043 of ERISA for which the 30-day reporting
requirement ~as not been waived, has been required to be
filed for any of i:s Pension Plans or any of its ERISA
Affiliate Plans ~ithin the 12-month period ending on the
date hereof or will be required to be filed in connection
with the transactions contemplated by this Agreement.

(ivl Neither any of its Pension Plans
nor any of i:s ERISA Affiliate Plans has an "accumulated
funding defi=~ency" (whether or not waived) within the
meaning of Sect~on 412 of the Code or Section 302 of ERISA.
Neither it nor its Subs~diaries has prOVided, or is required
to prOVide, security to any of its Pension Plans or to any
of its ERISA Affiliate Plans pursuant to Section 401(a) (29)
of the Code.

(v) The consummation of the Merger (or
its approval by its shareholders) and the other transactions
contemplated by this Agreement and the Stock Option
Agreement will no~ (xl entitle any of its employees or
directors or any employees of its Subsidiaries to severance
pay, directly or indirectly, upon ter.mination of employment,
(y) accelerate the time of payment or vesting or trigger any
payment of compensation or benefits under, increase the
amount payable or trigger any other material obligation
pursuant to, any of its Compensation and Benefit Plans or
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(z) result any c:each :: 7iolac~=n of. :r a default
under. any ~: :~S C~mper.sat~=n anti =enei~~ ?lans.

;v~j Since ~he Audit Jate. ;xcep~ as
provided :or ~~re~~, ~~ the C~mpany ~isci~sure Let~er or as
disclosed :.:1 :~e ':=mpany' s Repor~s filed prior to ehe date
hereof. there ~as not been any inc:ease in the compensation
payable or that oould become payable by it or any of its
Subsidiaries :0 offioers or key employees or any amendment
of any of ies Compensat~on and Benefit Plans other than
increases or amenaments in the ordinary course.

(d) IakeqVe r e'3tyte§. The Soard of Directors
of the Company, :nclutiing a majority of the non-employee
directors of the Company, has duly adopted :esolutions
approving the Merger, :he Stock Option Agreement and the
transactions coneemplacea hereby and thereby and
specifically nam1ng sac and its existing and future
affiliates or assoc~aees (as such te~s are defined under
Section 33-840 and 33-843 of the CBCA1. Such resolutions
satisfy the reqUirements of Sections 33-842(cl (1) and 33
844(a) of the CaCAo are by their te~s irrevocable. and have
not been amended or modified in any manner. The provisions
of Sections 33-841 and 33-844 of the CBCA do not and will
not apply to the Merger or the other transactions
contemplated by this Agreement or the Stock Option
Aqreement. No other "fair price," "moratorium," "control
share acquisition" or other similar anti-takeover statute or
regulation (each a "Takeover Statute'" as in effect on the
date hereof or any ant~-takeover provision in the Company's
certificate of ~ncorporation and by-laws ~s applicable to
the Company, the Company Shares. the Merger or the other
transactions contemplated by this Agreement or the Stock
Option Agreement.

(e) Enyj:gnment31 Motter§. Except as disclosed
in its aeports filed prior to the date hereof and except fo~
such matters that, indiVidually or in the aqqregate, are not
reasonably likely to have a Material Adverse Effect on it:
(1) each of it and its Subsidiaries has complied with all
applicable Environmental Laws (as defined below); (il) the
properties currently owned or operated by it or any of its
Subsidiaries (inclUding soils, any groundwater underlying
such proper~ies# surface water, bUildings or other
structures) are not contaminated with any Hazardous
Substances (as defined below) at levels that require
investiqation or cleanup under applicable Environmental
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I.aws,· ';;;" -"'e ........ce r - .. l::>S ~ ...·rme r ;·· owneo' .... r coera't:.cd bv it- .---" _ •• :"'_w. ---- -- --J ....., _ - •

or any cf ::s ~~bs~a~ar~es Nere no't:. =~n't:.amina't:.eQ wi't:.h
Razardous S~bs~ances dur~~q ~he period of ownership or
operation ty ~: == any of ::s Subs.1diaries: (iv) neither it
nor any cf ~:s 5~cs~d~ar~es has recei~ed written no't:.ice that
it is subjec~ ~: :iabili~y for any Hazardous Subs't:.ance
disposal or ~~n't:.am1nation on any third party proper~y;

(v) neither ~: nor any Subsidiary has been responsible for
any release ~r threat of release of any Razardous Substance:
(vi) as of the date hereof neither it nor any Subsidiary has
received any written notice, demand, letter, claim or
request for informa't:.ion alleging that it or any of its
Subsidiaries may be in violation of or liable under any
Environmental ~aw; and (vii) neither it nor any of its
Subsidiaries ~s subject to any binding orders, decrees,
injunctions c= o't:.her arrangements with any Governmen't:.al
Entity or is subject to any indemnity or other agreement
with any third par't:.y relating to liability under any
Environmental :aw or relating to Hazardous Substances.

As used herein, the term "enyirpnmental Taw" means
any Law rela't:.ing to: (A) the protection, investigation or
restoration of the environment, health, safety, or natural
resources, (Bl the handling, use, presence, disposal,
release or threatened release of any Hazardous Substance or
(el noise, odor, wetlands, pollution, contamination or any
injury or threat of injury to persons or property in
connection with any Hazardous Substance.

As used herein, the term "H,,;ar:pu:; SUbst~nce"

means any subs't:.ance tha't:. is: listed, classified or
regulated pursuant to any Environmen~al Law, including any
petroleum produc~ or by-product, friable asbestos-containinq
material, lead-containing paint, polychlorinated biphenyls,
radioactive materials or radon.

(fl Labgr Motter,. As of the date hereof,
neither it nor any of its Subsidiaries is the subject of any
material proceeding asserting that it or any of its
Subsidiaries has committed an unfair labor practice or is
seekinq to compel it to barqain with any labor union or
labor organization nor is there pendinq or, to the actual
knowledge of its executive officers, threatened, nor has
there been for the past five years, any labor strike,
dispute, walkou't:., work stoppage, slow-down or lockout
involving it or any of its Subsidiaries, except in each ca••
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as ~3 no~, ~nai7~dual:! or ~n t~e aqgreqa~e, =easonably
likely ~= ~ave _ Mat;~~al ~dve~se ~::ec~ ~n ~:.

(g/ aig~~e ~~rDAmo~-. ~he C~mpany has amended
the Righ~s ~g=eemen~ =~ provicie ~ha~ ~either sac nor Merqer
Sub shall be deemea ~~ be an Acqu~=~~g Person :as defined in
the Rights Agreement) and the Dis~ribu~~on Date (as defined
in the Rights Agreementl shall not be deemed to occur and
that the Righ~s will not become separable, distributable,
unredeemable or exercisable as a result of entering into
this Agreement, :he Stock Option Agreement or consummating
the Merger and/or the other transac~ions contemplated hereby
and thereby.

(h) Br?~.:: ,nd r;nde~~. Neither it nor any of
its officers. jirect=rs or employees has employea any broker
or finder or ~ncur=ed any liability for any brokerage fees,
commissions or finders' fees in connection with the Merger
or the other transactions contemplated in this Agreement and
the Stock Option Agreement except that the Company has
employed Salomon Smith Barney Inc. as its financial advisor,
the arrangements with which have been disclosed to sse prior
to the date hereof.

(1) Intellectual ?tQpeb~Y. (i) The Company
and/or each of its Subsidiaries owns, or is licensed or
otherwise possesses legally enforceable riqhts to use, all
patents, trademarkS, trade names, service marks, copyrights,
and any applications therefor, technology, know-how,
computer soft~are programs or applica~ions, and tangible or
intangible proprietary information or materials that are
used in its or any of its Subsidiaries' bus~nesses as
currently conducted, and to the actual knowledge of its
executive officers all patents, trademarks, trade names,
service marks and copyrights held by it and/or its
Subsidiaries are valid and subsisting, except for any
failu:es to so own, be licensed or possess or to be val!d
and subsisting, as the case may be, that, individually or in
the aggregate, are not reasonably likely to have a Material
Adverse Effect on it.

(ii) Except as disclosed in its Reports filed
prior to the date hereof or as is not reasonably likely co
ha.ve a Material Adverse-Effect on the Company:

--(AI it and its Subsidiaries are not, nor will any
of them be as a resuit of the execution and
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